For the purposes of competitive assessment, a key issue is whether one firm is
dependent upon its competitors for key inputs. Clearly, CLECs who are leasing elements
from BellSouth remain heavily dependent upon BellSouth to provide service, contractual
and regulatory protections notwithstanding. The Justice Department routinely recognizes
in merger analysis that firms dependent upon their rivals for key inputs, ¢.g., through a
supply agreement designed to fix an anticompetitive problem associated with an
acquisition, typically are not as strong a competitive force as those who are truly
independent. Competition from firms who rely upon a rival for a key input, and whose
basic ability to offer services is dependent upon contractual rights imposed unwillingly on

a direct rival, are generally not “economically equivalent” to fully independent rivals.

C. General Principles: Is Competition Enabled?

One important indicator of imminent competition in local exchange markets is the
expenditure of significant non-recoverable (sunk) investments by CLECs. Such
investments constitute a vote of confidence that competition is feasible, by those with a
direct financial stake in making competition a reality. Having acknowledged the economic
importance of sunk investments, I must emphasize that the presence of some sunk
investments by some carriers does not itself suffice to demonstrate that local markets have

been opened to competition, or that these investments will lead to significant competition,

for two reasons.

of Application of Ameritech Michigan Pursuant to Section 271 of the Telecommunications Act of 1996 to

Provide In-Region, InterLATA Service in Michigan. Before the Federal Communications Commission.
CC Docket No. 97-137_ p. 15
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First, it would be contrary to the public interest for these investments to be stranded or
devalued by problems implementing interconnection with BellSouth. Any sunk
investments that have been made will remain at risk until it has been proven that the
entrants can indeed rely on BellSouth to provide critical inputs in a non-discriminatory
manner. Such problems are less likely to arise if BellSouth is permitted to enter long-
distance markets only after the required aspects of interconnection have been proven to
work in practice on a commercial scale. By deferring Section 271 authorization until
BellSouth has demonstrated its cooperation, local competition is enhanced, entrants’
investments are partially protected from exclusionary tactics by BellSouth, and further
investments by CLECs are encouraged.

Second, not all sunk expenditures to provide local telephone services are specific to those
services. Investments in facilities that also jointly provide access services and exchange
services, such as those of ACSI, are less meaningful in inferring that entry barriers into
local exchange markets have been lowered than investments in fully specific assets. In
other words, when evaluating the significance of sunk investments for assessing market
participants’ beliefs about the feasibility of local exchange competition, it is important to
account for the entire range of services provided by those investments. Due to the
presence of economies of scope in the provision of access and exchange services, some
investments in local facilities may be recoverable through provision of access services, and
not reliant on the full range of interconnection necessary to a CLEC. Indeed, much of the
investment in downtown fiber networks, in South Carolina and nationally, has been

undertaken to provide access services, not exchange services.
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In local exchange markets, barriers to growth may be at least as important as barriers to
entry. By “barriers to growth,” sometimes referred to in the literature as “barriers to
mobility,” I mean market conditions that impede the ability of market participants to
compete effectively and add new customers or services. After all, even if a firm has made
some investments in the local exchange market and entered that market, its ability to
compete and attract customers may still be limited by BellSouth’s conduct, ¢.g., if
BellSouth provides the firm with inferior repair and maintenance services or if BellSouth
has limited ability to process new orders or to provide billing information.

Due to the complexity and importance of interconnecting in various ways with the ILEC,
it 1s very difficult to be confident that entry truly has been enabled in Louisiana until
interconnection has been shown to work in practice on a commercial scale, encompassing
a range of interconnection issues that are meaningful to CLECs with diverse entry
strategies. In demonstrating that interconnection in its myriad details really works, an
interconnection agreement with a CLEC covering a large geographic area is more
convincing and more meaningful than an agreement with a highly localized CLEC.

In order for entry to be feasible, and for CLECs to be willing to make the additional
necessary investments to provide genuine competition, potential entrants need to be
confident that workable systems are in place on a commercially viable scale. Thus,
checklist compliance has to mean more than having something on paper. To be
economically meaningful, the details must be worked out in practice and agreements must
be fully implemented. There are a great many details that really matter for the commercial
viability of CLECs. For many of the terms of interconnection, the interests of BellSouth

and CLECs are directly opposed. All of this implies that it is highly desirable to provide
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BellSouth with ongoing incentives to cooperate, in the form of withholding the long-
distance entry “prize,” until such cooperation has been definitely elicited and shown to
truly enable entry.

Interconnection arrangements or offers that are ambiguous, inadequate. or incomplete for
CLECs’ needs will hinder local competition. Absent reliable, working interconnection
arrangements, CLECs will be wary of making the substantial sunk investments necessary
to participate fully in local markets, and the investments CLECs do make will remain at
risk. This 1s certainly true for facilities investments, which are largely non-recoverable in
the event that interconnection problems arise, and thus will depreciate in value if the terms

or conditions of interconnection fail to achieve operational parity between CLECs and the

ILEC.
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BEFORE THE

Federal Communications Commission
WASHINGTON, D.C.

In the Matter of

Application of BellSouth Corporation,
BellSouth Telecommunications, Inc., and
BellSouth Long Distance, Inc.

Pursuant to Section 271 of the
Communications Act of 1934, as
amended, To Provide In-Region
InterLATA Services to Louisiana

CC Docket No. 98-121

AFFIDAVIT OF MELISSA L. CLOSZ
ON BEHALF OF SPRINT COMMUNICATIONS COMPANY., L.P.

I. Melissa L. Closz, being first duly sworn upon oath, hereby depose and state as follows:

1. My name is Melissa L. Closz. My business address is 151 Southall Lane, Maitland,
Florida 32751. 1 am employed by Sprint Communications Company L.P
(“Sprint”) as Director- Local Market Development. My present responsibilities
include representation of Sprint in interconnection negotiations with BellSouth
Telecommunications, Inc. (“BellSouth™). In addition, I am responsible for
coordinating Sprint’s entry into the local markets within BellSouth’s states. [ also
interface with BellSouth’s account team supporting Sprint to communicate service

and operational issues and requirements.



Education and Professional Experience

2. I have a Master of Business Administration degree from Georgia State University

in Atlanta, Georgia and a Bachelor of Business Administration degree from Texas
Christian University in Fort Worth, Texas. [ have been employed by Sprint for
over seven years and have been in my current position since February, 1997 1
began my telecommunications career in 1983 when I joined AT&T Long Lines
progressing through various sales and sales management positions. In 1989, 1
joined Sprint’s Long Distance Division as Group Manager, Market Management
and Customer Support in Sprint’s Intermediaries Marketing Group. In this
capacity, | was responsible for optimizing revenue growth from products and
promotions targeting association member benefit programs, sales agents and
resellers. 1 owned and operated a consumer marketing franchise in 1991 and 1992
before accepting the General Manager position for Sprint’s Florida unit of United
Telephone Long Distance (“UTLD™). In this role, I directed marketing and sales,
operational support and customer service for this long distance resale operation.
In Sprint’s Local Telecommunications Division, in 1993, I was charged with
establishing the Sales and Technical Support organization for Carrier and
Enhanced Service Markets. My team interfaced with interexchange carriers,
wireless companies and competitive access providers. After leading the business
plan development for Sprint Metropolitan Networks, Inc. (“SMNI"), I became
General Manager in 1995, In this capacity, I directed the business deployment

effort for Sprint’s first competitive local exchange company (“CLEC”) operation,



including its network infrastructure, marketing and product plans, sales

management and all aspects of operational and customer support.

Purpose of Affidavit

The purpose of this affidavit is to provide input to the Federal Communications
Commission (“FCC”) on issues relevant to BellSouth’s application for provision of
in-region, interLATA services in Louisiana. Sprint’s perspective is that of a
competitive local exchange carrier working to achieve operational readiness for
local market entry in Louisiana. Accordingly, I will discuss issues relevant to
BellSouth’s ability to provide nondiscriminatory access to operational support
systems (“OSS™), the role that performance measurements must play in
documenting BellSouth’s ability to meet its parity and nondiscrimination

obligations as well as Sprint’s operational experience as a CLEC in Florida.

Status of Sprint-BellSouth Interconnection Agreement

4

Sprint is in the process of finalizing its interconnection agreement negotiations
with BellSouth in Louisiana. Sprint has completed interconnection agreements
with BellSouth in Florida, Georgia, North Carolina and Tennessee and is
continuing negotiations in all remaining states in which BellSouth provides local
exchange service. Sprint is also working to achieve operational readiness for local

market entry in Louisiana and all other states served by BellSouth.

BellSouth's Operational Support Systems Interfaces

Sprint does not believe that BellSouth’s currently deployed OSS interfaces meet

the standard of nondiscriminatory access. Many of the interfaces BellSouth has



0.

introduced to date are interim solutions which do not provide parity with
BellSouth’s retail systems. “Long term” or “permanent” interfaces will be
designed to conform to industry standards whenever possible and to provide full
systems flow-through. While these permanent interfaces offer the greatest promise
for the provision of nondiscriminatory access, they are still being developed and/or
tested. Until these interfaces are fully documented, developed and tested in a real
world operating environment, their ability to afford CLLECs the opportunity to
provide a parity of experience to the systems BellSouth provides its own end-users
will be unknown.

Proper implementation of nondiscriminatory OSS access is a key component of the
ability of any CLEC to enter a local market in a manner that genuinely enables the
CLEC to compete with the incumbent LEC  If BellSouth does not implement
appropriate electronic interfaces that CLECs can use effectively to gain access on a
parity basis to BellSouth’s OSS, then BellSouth’s superior ability to use those
systems to perform essential customer provisioning and care functions will be as
formidable an obstacle to entry as BellSouth’s bottleneck control over the local
networks. As long as it is more difficult for customers to order and receive service
from CLECs than from BellSouth, CLECs can never become viable, long-lived
competitors in the local exchange markets.

For an OSS interface to provide nondiscriminatory access to BellSouth’s OSS, it
must demonstrate the following requirements to keep the interface and access to

OSS databases at parity with BellSouth’s retail organization:
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Electronic Interface: An application-to-application interface (a computer-to-

computer interface) that enables a fully electronic interaction between BellSouth’s
OSS and the new entrant’s OSS is required. These transactions must flow through
electronically between OSS databases with no human intervention.

Equivalence of Information: The interface from BellSouth’s OSS must have the

same functional information as BellSouth’s operational support functions and offer
the CLECs parity in accuracy and response times.

Documentation: The documentation of each interface needs to be adequately

completed and communicated in advance providing a CLEC the opportunity to
create its own internal technical interfaces and to develop all the appropriate
operational procedures required to support market entry. The documentation
must include all the specifications necessary for a CLEC to modify or design their
own OSS to communicate with BellSouth’s interfaces and OSS, including full
documentation of the Applications Programming Interface (“API”) for all
application-to-application interfaces. The documentation must also include all
information necessary to format and process electronic requests so that these
requests flow through the transmission links, the interfaces and into the legacy
systems as quickly and efficiently as possible, including: (1) syntactical
requirements; (2) internal “business rules”; (3) ordering code, including universal
service ordering codes (“USOCs") and field identifiers (“FIDs”), used to identify
the different services and features used in offering telecommunications services to

customers; and (4) all other information necessary to enable CLECs to “pre-

4
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validate” or pre-edit service orders in a manner equivalent to the system edits and

other validity checks performed by BellSouth’s service order negotiation systems

against their retail service orders.

Operability Testing: The interfaces should be tested in a real world environment to
verify that a parity level of service can be offered with equivalent information and
timeliness. The standards and analysis for determining whether a Bell Operating
Company (“BOC”) has met this statutory obligation have been articulated and
applied in several prior decisions of the FCC and evaluations of the Department of
Justice (“DOJ”). In summary, the relevant standards are whether the access
provided affords an efficient competitor a meaningful opportunity to compete and
whether the functions provided to CLECSs are analogous to functions provided by
the BOC to its own retail operation. In applying these standards, the functionality
of the BOC systems and the support that it provides for them. the operational
readiness of the systems and the performance of those systems should be

considered.

Standards Based: The interfaces need to be based upon the most recent and

applicable industry standards. Without specific industry standards, Sprint and
other CLECs are required to build separate "proprietary” interfaces for each ILEC.
This unnecessarily increases the cost of entry and adversely affects new entrants'
ability to provide a quality and consistent level of service to the customer.

Sprint believes that nondiscriminatory access to OSS is achieved when the systems

interfaces are functioning in a real world operating environment such that the

O
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resulting experience for the CLEC’s end user customer is at parity with what the
incumbent local exchange carrier provides its own retail customers. This is the
only true test of whether nondiscriminatory access to OSS has been met.
Moreover, Sprint believes that the integration of pre-ordering and ordering
functions is critical to providing CLECs with functionality that is equivalent to
what BellSouth experiences in its own retail operations. The Applications
Programming Interface (“API”) referred to by BellSouth as their
Telecommunications Access Gateway (“TAG”) for pre-ordering and EDI Version
7.0 for ordering appear to hold promise for the provision of nondiscriminatory
access to CLECs. Both interfaces possess characteristics that Sprint believes are
essential for nondiscriminatory interfaces in that they are based on industry
standards and are machine-to-machine interfaces which provide interoperability
between BellSouth and CLEC OSS. However, until these interfaces are fully
deployed, documented and tested in a real world operating environment, their
ability to provide nondiscriminatory access will be unknown.

For pre-ordering functions, TAG is based on Common Object Request Broker
Architecture, or “CORBA.” CORBA is one of the industry standards
recommended for pre-ordering functions. Completion of TAG development is
critical for CLECs from the standpoint that it will purportedly provide an industry
standard, machine-to-machine capability for pre-ordering access, but also because
it is part of the platform necessary for CLECs to integrate pre-ordering and

ordering functions.



TAG technical specifications were provided to Sprint on May 20 but preliminary
functional requirements were not provided until late June. Functional requirements
are crucial to CLEC's because they describe the interface’s transactions, what data
is available through the interface and how to access the data. BellSouth has
advised Sprint that final TAG functional requirements will not be distributed until
mid-September. Moreover, Sprint’s understanding is that training to review the
functional requirements and address questions will also not be available until mid-
September. As a result, CLECs will be hampered in their efforts to move forward
with development efforts until such training takes place.

BellSouth has stated that TAG pre-ordering capability 1s scheduled for
implementation August 30, 1998 Sprint believes, however, that it is highly
unlikely that CLECs will be able to take advantage of the interface at that time due
to the fact that final functional requirements are not yet available.

Sprint believes that TAG appears to hold promise for the provision of
nondiscriminatory access to CLECs for pre-ordering. Once again, however, until
TAG has been fully developed, deployed and tested in a real world operating
environment, its ability to meet the nondiscriminatory access standard will be
unknown.

BellSouth is currently relying heavily on its Local Exchange Navigation System
(“LENS”) for pre-ordering functions. LENS is a proprietary BellSouth Graphical
User Interface (“GUI”) system that functions to exchange pre-ordering and

ordering information with BellSouth. This proprietary interface does not conform



